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BEFORE THE STATE BOARD OF EQUALIZATION
OF THE sTATz OF CALIFORNIA

In the Matter of the Appeal of %
PINE INVESIMINT CO, )

" Appear ances: ]
For Appel lant: Nat han Schwartz, Attorney at Law

For Respondent: Peter S. Pierson
. Assocl ate Tax Counsel

OPI1l NI ON

Thi s aprpeal_ IS made pursuant to section 25667 of
the Revenue and Taxation Code from the action of the Franchise
Tax Board on the protest of Pine Investnent Co. against a
proposed assessment of additional franchise tax in the amount
of $1,018.3% for the taxable year ended February 28, 1962.

This appeal is a companion_to the appeal of Palm
Devel opnent Co., this day decided, The issue is whether the
i ncome of a "commencing' corporation for the year in which
it dissolved and transferred its assets to appellant which
held all of the stock of the conmencing corporation, is .
includible in the measureof afranchi se tax on appellant as

well as in tine neasure of a franchise tax on the comencing
cor porati on,

Appel [ ant began business in California in 1958,
It adopted a fiscal year ending Februvary.28. In.1960 it
acquired all of the stock of Lorca Investment Co.

Lorca Investment Co. was incor porated and commenced
business in California on Wovember 2, 1959.- It adopted a
fiscal year ending June 30. For-its first, short taxable
ear of “Novenmber 2, 1959, to June 30, 1.960, Lorca was subj ect

0 a franchise tax neasured by the income of that year,
(Rev. & .Tax. Code, § 23222,)
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On November 10, 1960, Lorca was dissglved End all
of its assets were transferred to appellant, Ince Lorca
was a commencing corporation wnich did business for less than
12 months inits second taxable year (July 1, 1960, to
November 10, 1960), Lorca was subject to a fra'néiz!m tax .Fg&
that year measured by its income for that year. fev. & :
Code, §23222a.)

Resvondent Franchise Tax Board does_not question
the correctness of the taxes paid by Lorca, ©On the ground
that the transfer of assets called into glgg certain .
reorganization provisions , however, respondent also mcludedl 50
Loreca's income for the period July 1, 1960, to November 10, 900,

in the measure of appellant's tax for its taxable year ended:
February 28 ,-1962. Appellant contends. that. none "of Lorca's

income is includible in the measure of appellant's tax,

As we have concluded in the_f»veal of Balm y
Develooment Co., this day decided, the reorganization provisions
upon wnich respondent relies (Rev.é& Tax, Code, S° 23271—23_2, »)
do not apply where the transferor IS @ commencing corporation
subject upon dissolution to the provisions of section 23222a.
For the reasons stated in the rPalm Development appeal,
respondent? action must be reversed.

S

Pursuant to the views expressed in the opinion

of the board on file in this proceeding, and good cause
app earing theref or,
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IT I5 HBREBY OHDERED , ADJUDGED AND DECREZD, pursuant
to section 25667 of the Revenue and Taxation Code, that the
action of the Franchise Tax Board on the protest of Fine
Investment Co. against a proposed assessment of additional

S

franchise tax in the zmount of #1,018.3% for the taxable year
ended February 28, 1962, be and the same is hereby reversed.

Done at Sacramento California, this 15th day
of December , 1966, by the State Board of Equalization.
. - _ , Chairman
/§\Qﬁl”\£ ﬁl'fﬁfxn;&c , Member
iSLQﬁéZW [%/‘-agfzf44</€igflMeﬁber
<j/:j?%f/é /352%2:£§‘ , Member

, Member

ATTEST:

, Secretary
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